VEMORANDUM FOR: All Secretary's Representatives, Senior
Communi ty Builders, Hub Directors, Program
Center Directors, Supervisory Project
Manager s

FROM WIllie Spearnon, Director, Ofice of Business Products,
HTB

SUBJECT: Annual Base City H gh Cost Percentage Revisions
for 2000

I n accordance with Chapter 5, paragraph 5-6 of HUD Handbook
4425.1 REV-2, Underwriting Technical Direction for Project
Mort gage | nsurance, we have reviewed the H gh Cost Percentages
(HCP) for each Base City.

Pl ease observe that there is now a single set of Base City
HCPs for 2000. This is due to a change made in 1999 to the
Regul atory Limts for Capital Advance Programs. Section 202
apartnment limts were increased by 20 percent to correspond to
the Statutory Limts for Section 221(d)(3); and Section 811
l[imts for Goup Honmes were al so increased by 20 percent.
Accordingly, the same HCPs used for Statutory Mortgage prograns
now apply to Capital Advance progranms, wth certain exceptions
(see below). Each Base City HCP has been recal cul ated and the
results are reflected in the attached |ist of authorized Base
Cty HCPs, which are effective January 1, 2000.

Hub O fices and Program Centers affected by changes in their
Base City HCPs should imedi ately review and adjust, as
necessary, the HCPs for their associated Key Localities, as
expl ai ned in HUD Handbook 4425.1 REV-2 Chg 1

EXCEPTI ONS:

A Cl TI ES THAT EXCEED THE STATUTORY GEOGRAPHI C MAXI MUM HCP OF
210 PERCENT:

The Statutory geographic maxi nrum HCP is 210 percent for FHA
Statutory nortgage prograns, versus the Regul atory

geogr aphi ¢ maxi nrum HCP of 240 percent for Section 202 and
811 Capital Advance prograns. Accordingly, cities that
exceed the Statutory geographi c maxi num HCP of 210 percent
will have two HCP listings: one that is frozen at 210
percent for Statutory nortgage prograns, and another, higher
percentage within the allowable limts of the Capital
Advance geographic HCP. Care should be taken to ensure that
t hese hi gher geographic percentages are used solely for
Section 202 and 811 Capital Advance projects, and are not
used for projects under FHA Statutory nortgage prograns.

B. SPECI AL LIM T AREAS



The U.S. Virgin Islands and the states of Al aska and Hawai i
are Special Limt areas. Their special Iimts are indicated
for FHA Statutory nortgage progranms, and Section 202 and 811
Capi tal Advance prograns. Care should be taken to ensure
that the appropriate limts are used for correspondi ng

progr amns.

EXCEEDI NG ASSI GNED GEOGRAPHI C FI ELD OFFI CE HCPs ON A CASE BY CASE
BASI S FOR FHA STATUTORY MORTGAGE AND SECTI ON 202 AND 811 CAPI TAL
ADVANCE PROGRAMS:

Under the Del egation of Authority, the Comm ssioner has
del egated Hub Directors the authority to waive the Handbook, on a
case by case basis, and exceed their assigned geographi c HCP
ceilings, up to Statutory or Regul atory maxi muns. Those
Directors who choose to exercise this Handbook wai ver authority
must docunent the project file in accordance with Paragraph 5-8
of HUD Handbook 4425.1 REV-2 CHG 1.

For FHA Statutory Mortgage prograns, the maxi num HCP
permtted by Statute, on a case by case basis, is 240 percent.

For Section 202 and 811 Capital Advance prograns, the
maxi mum HCP perm tted by Regul ation, on a case by case basis, is
260 percent.




